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EBSOm^CE ALLOCATION IN !rHE USSR 
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The allocation of labor to different sectoro is shown on this 
next chart. The USSR has ' xaillion in ind-ustry ccsnpared to US 

US. This dramtizes 
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the very low productivity in socialized agriciilture in the USSR. 

ocv-i Now lot us see how the overall production is used in the Soviet 
xoAl 

i Use Union. This chart shows a comparison of US and Soviet GlIP end uses for 
v,-.art 

jS v; \)SSR 19^3 in 19<S3 dollars. Tna end uses are coasvimption InYOStmeni;, defease 
administration and education. Although Soviet GNP is less than l/2 
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US, the defense expenditure in $ was nearly equal to US investment, 
also nearly equal to US, and education, also an iiwesomeat more than 
half. But less than I/ 3 . This is the basic stj^tegy of development. 
Defense and investme.nt for growth, with C getting what is left. 

Xtecently more for conewner and food has bocems lurgent. 

The allocation decisions that the leaders must face are; Bow 
much for defense vz. investment and within investmonu, hew much I'or 
agriculture and consumers goods — industry vs. heavy industry. 

The growth objective has always been to catch up vlth the US. 

Thift chart shows how" they are doing. This shows the G'xP of the IS 
s' Vi V55f{ Blue and the USSR in Red in 1963 and the absolute gap. Until 

i 960 , the USSR was growing an average some a year. This was fast 
enough so the absolute gap was narrowed, but since i 960 race growth has 
slowed to Eorae 44‘p, and the US also grew at about so the absolute 
gap has been widening again. 
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This slovdown isaices tbs allocation problem more binding. There 
is loss of an increase each year to divide among tlie many claimants. 
Purtliermore, lagging sectors like agricnltui'e demand more investment 
resources . 

This chart ehovrs an index of agricultural production, total and 
per capita. After new lands expansion growth has been slow. 19^5 
per capita pi’oduction only « to 1956, and since I963 the ®SR has had 
to Isi^orb $ 1 -|' billion worth of wheat. This directly reduced tl'.e iJKporto 
of Western equipment and the advoiiced technology that goes with it. 

Last Jtoch Breztoev annoxmeed a very large progx’am of investment in 
agriculture — 80 billion dollars over the next five years. If carried 
out, this will certainly limit Investment in parts of industry not 
supporting agriculture. 

problem of now "teciinology is another aspect of choice the 
leaders must sxsake. 

Efforts to modernize industry and introduce new technology over the 
, last 7 vears have been disappointingly slcnr and the shortfalls have 

contributed to the olcA'j'down ir®x growth. An important part of the 

shortfall has been the demand of military advanced weapons 

program. This clmrt shows toi;al defense spendis^g arid spending on 

missiles, nuclear weaporjs, and E&I). I believe you are familiar with 
this chart, Sir.* Tlie rapid growth of advanced weapons development 
and deployment has -oaken 'che best scieatii'lc and technical jaanpower 
away from i-ndu3 trial dc'volco[mi:5nt. 
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SECRET 


TMb outlines the resource allocation problems wMcb the Soviet 


leaders face now in preparing the new five-jear plan to start next 
year. We should be bearing in tlKj next few weeks or months vltoX 
decisions they have made. 
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